2 continental neighbors, Canada's share of North America's outward FDI stock (including intraregional FDI stock) remained stable at around 15%.
In terms of the ratio of the outward FDI stock to gross domestic product (GDP), the United Kingdom stands out among the same four comparator countries. In 2008, the ratio of the outward FDI stock to GDP was 57% for the UK, 43% for Canada, 22% for the US, and 4% for Mexico (annex table 1). Everything else being the same, smaller countries generally tend to be more outward-oriented in terms of both trade and FDI, which may explain why Canada's outward FDI orientation is higher than that of the US. As regards the UK, it is not clear whether relatively weaker investment opportunities at home, better investment opportunities abroad, or a more market-seeking nature of UK companies would explain the UK's relatively high outward FDI orientation. With regard to sectoral distribution, Canadian companies tend to concentrate their cross-border investments in the primary and tertiary sectors, with FDI in the secondary sector playing only a minor role. Between 2000 and 2008, the share of the primary sector in Canada's total OFDI stock increased from 13% to 18%. Similarly, the share of services rose from 55% to 63%, while the share of the manufacturing industry fell from 32% to 13% (annex table 3). All industries except chemicals contributed to manufacturing's relative decline. The largest decline (10 percentage points in just eight years) occurred in computers and electronic manufacturing. The deterioration in the competitive position of Canada's manufacturing industry and the decline of its importance in most potential host countries seem to have contributed to the decline of the manufacturing industry in Canada's outward flows.
Within the service industry, OFDI in the finance and insurance industry grew the most rapidly: its share in the total OFDI stock rose from 28% in 2000 to 40% in 2008. The deregulation of the financial services industry that took place in many countries around the world in the past decade may have paved the way for a massive increase in this sector's share, as both occurred during the same time period. However, there is no particular study (that we know of) that looks at the relationship between financial deregulation in other countries and Canada's outward FDI flows. The increase in OFDI in the primary sector could be mainly due to post-2005 commodity price increases as Canadian firms were able to acquire more foreign firms, especially in the oil and gas extractive industries, The geographical composition of Canada's OFDI stock in 2008 has changed little from 2000. The largest share, 79%, was destined to developed countries. The remaining 20% was invested in developing countries, with only a negligible share going to transition economies (annex table 4). The United States remains by far the largest destination market for Canada's OFDI, absorbing compares with them. Second, the United Kingdom is the most outward FDI oriented country among the G7 countries, and hence a benchmark country.
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49% of Canada's outward FDI stock in 2008. Canada's historically close economic ties with the United States could be a major contributing factor for the US dominance. The other determinants might include geographical proximity, similarities in the regulatory climates and a common language.
2 Among other developed countries, the European Union (EU) received a little less than one-quarter of Canada's outward FDI stock, with the remaining 7% broadly distributed among other industrialized OECD countries. In 2008, two countries accounted for about half of Canada's total outward FDI stock in the developing world: Barbados and Cayman Islands, both tax havens. Canada's OFDI in all other developing countries was very small; the largest share was in Brazil (1.4%).
Altogether, four offshore centers −Barbados (7.1%), Bermuda (3.5%), Cayman Islands (3%), and Bahamas (2% in 2007, the data for 2008 are suppressed) − were the destination for 16% of Canada's OFDI stock in 2008. 3 The outward investments made in these offshore jurisdictions then make their way to other jurisdictions. Finally, Canada's low FDI in developing countries is not unusual compared to other developed countries, most of which likewise invest primarily in other developed countries. table  6 ). The largest increase was in the primary sector affiliates' sales, which rose by 277%. Out of total sales of all Canadian affiliates, the share of affiliates in the US fell from 65% in 2000 to 52% in 2007. 4 Foreign affiliates of Canadian companies employed 1.13 million people in 2008. The employment in these affiliates rose by 28% during 2000-2007, much more than the growth realized in domestic employment during the same time period (with a growth of 16%).
The corporate players

Effects of the current global crisis
Canadian FDI outflows did not feel the impact of the global financial crisis and the recession that followed in 2008. Outflows were about US$ 39 billion in both the first and the second half of that year, making Canada an exception among most other developed countries, where OFDI fell in the second half of 2008. As a matter of fact, in 2008, outflows were at their highest level since 4 2000. These outflows were mainly greenfield investments, which contributed to 51% of total OFDI flows, while M&As contributed 29% and the remaining part was contributed by reinvested earnings. The relatively low contribution of reinvested earnings was possibly a consequence of falling profits abroad (annex table 2a ). Yet, the other components, net outflows (which may include greenfield, M&A and loan investment as well), were quite strong, at almost double what they were in 2007.
The crisis did, however, result in a marked drop of Canadian OFDI flows in the first six months of 2009: they were less than US$ 6 billion in the first two quarters. But flows bounced back to US$ 41 billion by the end of 2009.
The renewed strength since the third quarter of 2009 was primarily attributable to a pickup in acquisition activity. In 2009, for the first time in five years, the "balance of trade" for crossborder M&A transactions favored Canadian buyers. The aggregate value of Canadian-led crossborder deals was higher than the value of foreign acquisitions of Canadian companies by a margin of 1.2:1. Moreover, Canadian companies were involved in a number of mega-deals (annex table 6). Overall, OFDI allows Canadian firms to expand their production in international markets. Since trade and outward FDI are complements, one helps to increase the other.
The policy scene
Canada is continually looking for ways to expand its economic presence internationally. In this effort, the Canadian Government actively promotes outward foreign investment through FIPAs, multilateral investment and trade agreements and institutional assistance abroad. Historically, Canada has focused its efforts on rule-based investment agreements with other developed economies. However, recent negotiations suggest that Canada is also looking to build stronger ties with key developing economies.
Canada has a longstanding commitment to multilateral cooperation and actively supports the WTO framework as a way to promote international trade and investment. At the same time, Canada continues to negotiate FIPAs, i.e. bilateral agreements aimed at protecting and promoting foreign investment through legally-binding rights and obligations. The Canadian Government's new Global Commerce Strategy 5 highlights the importance of increasing both inward and outward flows of investment to enhance future Canadian competitiveness and productivity. Canada recently increased the size of its network of investment and trade commissioners posted in foreign locations, so as to assist Canadian companies seeking to enter and establish themselves in foreign markets. Historically, Export Development Canada (EDC) and the Canadian Commercial Corporation, both public agencies, have assisted in financing Canadian exports, particularly for large infrastructure projects and major procurements.
6 EDC currently has only a limited number of OFDI financing initiatives. However, new regulatory changes are expected to enhance EDC's ability to invest in private equity and venture capital funds. This reform should help Canadian companies expand and grow their businesses internationally, particularly in emerging markets.
Conclusions
Canada has been a net exporter of FDI since 1996, with approximately half of its OFDI destined for the United States. In recent years, Canada's FDI outflows have been increasingly concentrated in the mining, oil and gas and finance and insurance industries. Lower commodity prices compared to 2008 may dampen somewhat Canadian investment in mining and oil industries at home and abroad. Similarly, as a result of the global financial crisis, foreign banking industries are expected to attract tighter regulations, which could discourage Canadian foreign investment in this industry.
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